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SUBJECT:CIVAIR: PAN AM AND BRITISH AIRWAY FARE INCREASE 
PROPOSAL 

REF: BONN 4133 

1 . DEPARTMENT CONFIRMS AUTHORIZATION FOR CAA TO HOLD UP 
PRESENTATION OF ANY PAN AM FARE INCREASE PROPOSAL UNTIL 
REASONABLE TIME AFTER STATISTICS HAVE BEEN SUBMITTED 

TO FRG. 

2. ALTHOUGH DEPARTMENT AT THIS TIME DOES NOT HAVE POSITION 
ON MERITS OF ANY PROPOSED FARE INCREASE, IT SHOULD 

BE REMEMBERED THAT SINCE AIRLINE FINANCING IS USUALLY 
HIGHLY LEVERAGED IT IS POSSIBLE TO HAVE LARGE CHANGES IN 
RETURN ON INVESTMENT WITH RELATIVELY SMALL CHANGES IN 
FARES. THEREFORE, IT MAY FOLLOW THAT WHILE A FIVE PERCENT 
FARE HIKE MAY LEAD TO A TWELVE PERCENT RETURN ON INVEST- 
MENT, THE ABSENCE OF A FARE INCREASE MAY RESULT IN A 
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NEGATIVE RETURN ON INVESTMENT. HOWEVER, THE FACTS 
OBVIOUSLY COULD BE GLEANED FROM PAN AM'S TRAFFIC AND 
REVENUE STATISTICS, WHICH THE AIRLINE IS EXPECTED TO 
SUBMIT SHORTLY. 
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